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Abstract 
This article resumes existing theories for institutional changes in order to 
develop and to design the evolution, characteristics, and challenges of 
Albania rural sector. The current figures notes that agriculture accounts: 17% 
of gross domestic product (GDP), economic growth for agriculture 8% while 
the average growth of the sector during the period 2005 – 2010 has been 4%. 
The rural families not continue to dominate the national economy. According 
Albanian CENSUS 2011, for the first time, the population living in urban 
areas, 53.5%, has exceeded the population living in rural areas, 46.5%. In 
spite of the fact that emigration and urbanization brought a structural shift 
away from agriculture and toward industry and service, Albanian rural sector 
is the most important alternative of work for rural population. This sector 
employs almost half of the labour force, but is dominated by small family 
farms and local producers with low incomes. Besides, 40% of agro-industrial 
enterprises are in food processing sector. Many problems of sector are 
evident: legal transformation, restructuration of agricultural production, new 
orientation of agricultural market, ownership and financial support. The 
objective of this article is to analyse the problems and the perspectives from 
transition period to integration's target in EU of Albanian rural sector in the 
focus of institutional changes. Besides significants transformations, the 
analyse show that evolution of rural institutional changes in Albania continue 
to be a complex process and with different characteristics in time. The article 
recommends institutional strengthens in order to opent new opportunities in 
rural areas respecting approaches of sustainable development, environment 
and standards imposed by the European Union (EU). 
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Introduction 
Institutional changes have attracted a particular attention for rural 
sector not for the developed countries but also for the emergent. During the 
transition processes institutional changes were the basis of the multiples 
transformations. The overview of the literature and the theory evolution help 
us to understand better and to compare what has happened during the 
transformation of emergent countries, what results are concretized and what 
needs are in force immediately analyzing the case of Albanian rural sector. 
The transition process had start with standards recommendations from 
international organizations, some specific characteristics of countries have 
forgotten, but currently the principal responsibility had shifted inside of the 
country, because the institutions are more consolidated.  
The institutional change is an important key for the future Albanian 
rural development in general, but this process continues to be complex and 
difficult. In fact, the socio-economic development experience of the country 
during the years of transition (shifting from the communist regime to market 
economy) has noted significant changes. Albania has generally been able to 
maintain positive growth rates and financial stability, despite the ongoing 
economic crisis3. But, despite some improvements in the economic 
performance Albania remains one of the poorest countries in Europe with 
GDP per capita at 3,894 american dollars4. There is a lot of inequality in the 
national distribution of incomes, and many social and economic problems. 
The current figures notes that agriculture accounts: 17% of GDP, small 
family farms and local producers with low incomes, 40% of agro-industrial 
enterprises are in food processing sector. Legal transformation, 
restructuration of agricultural production, new orientation of agricultural 
market, ownership and financial support are the most significant problem to 
find solution.  
The article focused on the questions: What problems and perspectives 
from transition period to integration's target in EU for Albania rural sector in 
the focus of institutional framework? What target for the future integration 
on EU, particularly about the respect of standards imposed by the EU?  
The structure article summarizes firstly the reference literature about 
institutional concept, institutional changes and main pillars for institutional 
change in rural sector. Secondary, analyse of the institutional changes of 
Albania’s rural sector represents evolutions, problems and challenges in the 
future. The case study based on Agriculture and Rural Development Agency 
(ARDA) know as Paying Agency, illustrate the fist institution that started the 
activity in Albania with the objective the financial support for farmers. 
                                                 
3 http://data.worldbank.org/country/albania 
4 http://www.gfmag.com/gdp-data-country-reports/333-albania-gdp-country-report  
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ARDA case evident that institutional strengthens is necessary to open new 
opportunities in Albania rural areas respecting approaches of sustainable 
development, environment and standards imposed by the EU. 
 
Theorical background of institutional definitions and institutional 
changes 
Institutions are a historical product of the actions and interactions of 
individuals and organizations. It must be emphasized that institutions became 
main concept of a new economical branch, actually known as “New 
institutional economy”. Based on neoclassic economy principles, it is 
positioned in two axes: transaction costs and ownership rights. 
The institution term definition has a large description on the literature. 
We can observe strict definition focused only on the organisation or specific 
regulation. The intermediate level consists on the definition of the 
institutions according to the property rights protection, equitable 
implementation of the laws and rules and for corruption. The large definition 
has made by North (1990). Its theory of institutions and institutional change 
is one of the few theories of institutional change which contains a multitude 
of aspect. 
Institutions are defined as determination of norms and rules. North 
(1991) defines institutions as “human conditions that structure politic, 
economic and social interactions. They consist of informal conditions 
(sanctions, taboos, habits, traditions and behaviour codes) and of formal 
rules (constitutional, laws, ownership rights)”. A constraint on one person is 
opportunity for another. He distinguishes two kinds of institutions namely, 
formal institutions like as laws, administrative regulations, political and 
economic rules, court decisions and informal institutions, like as conventions 
and code of behaviour or like as ideology, custom, and standard operating 
procedures. As such like, they create a structure of an economy motivation. 
On a dynamic viewpoint, institutions form also a structure of motivation of a 
society, so even of political and economic institutions that determine 
optimum economical result. So, institutions build up the permanent structure 
of human interaction.  
For others authors, institutions are defined as community of behaviour 
rules that determine relationships between human beings helping the last 
ones to predict what will the others do like. Institutions are considered as 
conditions community and on this sense they impose rules, which are applied 
on members of an organization. They distinguish institutional arrangements, 
which are a rules community that direct behaviours on a specific field from 
institutional structure, which represent the community of institutional rules 
of an economy, implying also respective organisms. 
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Based on some institutions examples as markets, ownership rights, land, 
insurance agreements, different exchange systems based on contracts, rules 
or other social norms, etc., we can conclude that institutions should be 
analyzed on a three dimensional plane where are involved legislation, 
organization and culture. This last one is a community of values and norms, 
which are regulators of economical development. Economic culture involve 
economical ideology (community of theories, opinions, ideas, economical 
symbols, ect), economical psychology (community of values, motivations, 
attitude and direct emotions to economical activities) and informal rules 
(community of all canonic, habitual rules, not formally based). 
Moreover, in the transition and emergent countries the economic culture 
is related also with the civil culture in general. So, is much important the new 
individual attitudes towards political, administrative, and economic 
structures or in other words towards liberal values of democracy, new law of 
market economy, the relationship with the government and so one, 
differently context by the socialist culture before the transition process. The 
great role of economical culture is argued referring by imitated reasoning of 
economical agents. 
The literature presents also three new institutionalism paradigms. First 
paradigm or rational choice institutionalisms define institutions as a strategic 
equilibrium. By strategic equilibrium they mean a situation where no persons 
would unilaterally choose to alter their current behavior given the available 
alternatives and given their expectations about how others might respond if 
they began to behave different. Other rational choice institutionalisms view 
institutions as sets of formal and informal rules and the monitoring and 
sanctioning mechanisms that cause actors to comply with these rules 
according to North. Second paradigm or organizational institutionalism 
recognizes that institutions include formal rule, many of them see institutions 
as informal, common, and taken-for-granted cultural frameworks, scripts, 
and cognitive schema. Third paradigm or, historical institutionalism 
considered institutions as well as the formal and informal rules and 
procedures that structure conduct. The institutions are considered the 
foundation of social life. A complex phenomenon puts in relationship the 
individuals, entrepreneurships, associations and the state. In this interaction 
the institutions reflect the economic, social and politic evolution of the 
society. The specifics and the individualities of institutions are different from 
a country for other one. There are determinate as well as powerful external 
forces that help determine how people make sense of their world and act in 
it. But the institutions need also to be respected, because the lack of stable 
institutions is the basis for the chaos. In the framework of a sustainable 
development and the globalization process the focus for institutional 
reinforcement take a particular attention as well as the process of 
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institutional changes. Studies of the institutional changes demostrate an 
interdisiplinary logic based on specificity of governance, environment and 
transaction cost. The recent economics studies defend the hypothesis that the 
institutional changes are the vital tools for the development and economics 
growths. It is confirm that institution’ qualitative influence on three 
dimensions of economics results: development level, growth and instability’ 
growth. But to find institutions that can achieve a particular economic 
performance, it is useful to understand the sources of human interdependence 
(Schmid, 2005). Institutions define the opportunity sets of interdependent 
transacting parties.  
Many authors are focused on institutional evolution. According to March 
(1994) and Olsen (1994) “...in the struggle to survive, institutions transform 
themselves...Its change as an individual learn the culture (or fail to), forgot 
(parts of) it, revolt against it, modify or reinterpret it”. But there conceptions 
are a little bit confuses, and taking its interpretation on the postmodern 
conditions (Bogasan, 2000). According Bogason, are precised two news 
determinations as well as “actor-in-structure” and “actor-cum-structure”. The 
first concept has found in the more traditional individualistic approaches or 
“within institutional constraints” and the other one has found in the recent 
new individualism based on individualism or “with the constraints and the 
resources that are institutionally determined”. The institutional arrangement 
determined by the allocation of involved actors, the decision-making process 
and the correlation betweeen specific decision situation.  
The institutional change is a process that takes time and the question is if 
this process persist the some goal. Consequently, the goals must be stable to 
guaranty the path oriented. On the other hand in the contemporary society, 
the individual interests are converted to collective decisions through 
bargaining, coalition formation, exchange, and the exercise of power (March, 
Olsen, 1989). 
One of the older kinds of institutions is the institution of property that 
means ownership and control of assets. The literature presents a large 
analysis of this argument from Smith (1776) with the celebre book “The 
Wealth of Nations” and its interpretation of the relationship between freedom 
and property, to more contemporary authors as Coase (1937) with the focus 
on “Nature of the Firm”, Demsets (1967) with “Toward a Theory of Property 
Rights”. Furtheremore, the formal or informal rules according the access and 
the use of tangible or intangible assets are related with the firm. In the others 
words the firm is defined by property rights considerations – particularly in 
the role that equity capital plays in guaranteeing the actions of asset owners 
operating within the confines of the firm. In general the institutional changes 
aim to improve the property rights. For this a particular role has the 
government to perform the laws of the property rights. The following four 
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postulates according to Anderson and Mc Chesney (2003) can help us to 
know and explain better the concept of property right and the evaluation of 
the changes of this institution in time and in the condition of a particular 
case. 
Postulate 1: Individual chooses under conditions of scarcity; no one has 
as much of the world’s riches as he would like. 
Postulate 2: Individuals act rationally to pursue their self-interest by 
continually adjusting to the incremental (marginal) benefits and incremental 
(marginal) costs of their actions. 
Postulate 3: Scarcity and rational behaviour result in completion for 
resources, and societal rules govern this competition proceeds. 
Postulate 4: Given individual rationality and self-interest, a system of 
well-specified and transferable property rights encourages positive-sum 
games with mutual gains from trade. 
The institutions changes and consolidated some times in radical manner. 
On the other hand, the sudden weakening of old political constitutions, 
property rights, law enforcement, and other institutions generated 
tremendous confusion as these countries began to move toward capitalism 
and democracy. New institutions were an urgent at the beginning of 
transition process for the post-communist countries, many changes has 
happened, but the institutional changes continue to be in force for different 
argument. The new regional and globalization environment is evident 
particularly in rural sector.  
An innovator view of institution changes theory is given by Ruttan and 
Hayami (1984). The article published by them on ̏The Journal of 
Development Studies ̋ dedicated to institutional innovation show that 
changes of monetary and technical fonts stimulate changes of ownership 
rights and development of non-market institutions. 
 
Outcomes of institutional changes - Case of Albanian’rural sector 
Principal pillars of rural institutional changes are property rights, 
incentive, rural market, rural finance, and contracting, insurance and rural 
innovation. Other ingredients are organization, routine, convention and 
habitus. But some determinant institutional changes are linking with State 
strategies. All changes tend to be path-dependent processes and for this 
argument needs to coordinate actions making by different actors.  
The lessons from overview of theoretical literature for institutional 
changes of rural sector and the statistical data collected are the solid basis to 
analyze the framework of institutional changes for Albanian rural sector in 
this section.  
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The evolution of rural institutional changes in Albania continue to be a 
complex phenomenon and with different characteristics in time. We can 
distingue four principal periods: 
First, heritage of agricultural development postwar (1944 – 1990): 
Albanian rural sector has been possible only because of the vast mobilization 
of resources. In 1950, the total area of agricultural land was 391,000 
hectares, and on this land 281,000 persons were employed. The sector has 
been characterized by decreasing returns to scale, which, on average, was 
equal to 0.804. Albanian rural sector has failed to realize the fundamental 
benefit of central planning: increasing returns to scale due to the presence of 
large scale farms generated through land collectivization. The problems 
included significant diseconomies of scale, labor-using technical change, a 
continuous slowdown in land and labor productivity, and very slow rates of 
total factor productivity growth. The issues of centralized model with state 
enterprise and cooperatives were arguments of big collapse and cumulative 
impacts continue to be present in the mentality of rural producers: they not 
accept yet term “cooperative “! 
Second, the total collapse and the start of market economy after 1991: 
there were about 550 agricultural co-operatives and state farms until 1990 
managing all the agricultural land (about 700,000ha) of the country. The 
application of free market reform in rural sector was very severe: all 
cooperative and enterprises have had destroyed.  
Third, some result of hard transition process of rural sector. During 
last two decades a new rural sector is created in Albanian case. This fact is 
related with application of multidimentinnal restructuration. The current 
figures notes that agriculture accounts: 17% of gross domestic product 
(GDP), economic growth for agriculture 8% while the average growth of the 
sector during the period 2005 – 2010 has been 4%. The rural families not 
continue to dominate the national economy. According Albanian CENSUS 
2011, for the first time, the population living in urban areas, 53.5%, has 
exceeded the population living in rural areas, 46.5%.5 Agriculture remains a 
priority of Albanian economy. Local production of all categories in 2011 was 
2.3 million tonnes with a value of EUR 995.6 million (ALL 140 bln). 
Agriculture employed 42% of employed population in 2011, 59% of 
agricultural workers with average age of 38; 55% of food processing workers 
are male with average age of 32. There is 85% year-round employment in 
food processing and only 65% in agriculture6. 
                                                 
5 According the statistic data Albanian population was 53% in rural zone and 47% in urban 
zone in 2001. 
6 Euromonitor_SIPPO_Workshop_Tirana_12_2012. 
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Weight of agriculture has been reduced considerably because of several 
factors, including land reforms and migration. The balance of reform 
application result by the creation of new laws and institutions evident 
currently a total land privatized, but many land superficies are abounded by 
high percentage of migration inside and outside the country, conservation of 
rural tradition and culture, but weak market mechanism and weak financial 
support, domination of subsistence farming and poor rural infrastructure, 
lacks of modern technology, low FDI or inexistent in rural areas, lacks of 
legal rules to respect contracts and regional or global influence.  
Albanian land structure composes by 24 % agricultural land and 76 % 
forestry, meadow, pasture and other land (figure 1).  
 
Source : INSTAT and MAFCP, 2012 
 
According the privatization policy about 450,000 farm families have 
profited averaging 1,3 hectares (Ha) agrarian land per farm or 0,25 Ha per 
person making 1.8 million parcels. During the transition process still now 
farms continue to be very small (figure 2). The average agricultural land per 
capita is the smallest in Europe. 
 
Source : INSTAT and MAFCP, 2012 
 
Domination of small farms has had caracterized by self-subsistence. In 
general, their little market surplus is used on informal channels. The table 1 
below shows the dimention of current farms (INSTAT, 2012). The most of 
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total farms, 40% have 1.1 – 2.0 Ha and, only 14% have more than 2.1 Ha. 
This is a hard consequence of land fragmentarization during the privatisation 
process.  
One significant change is creation of new type of farm business. 96.7% 
of current farms are farms with sales, but small family farms and local 
producers with low incomes are domined. During 2012, are dominated farms 
with field crops 36%, farms with livestok 31%, orcharding 17%, farms with 
fallow land 10% and only 6% were farms with crop without livestock.  
Table 1 –Farms’size 
Ha 
Farms 
with 
crops 
and 
livestock 
Farms 
with crops 
without 
livestock 
Farms 
with 
field 
Crops Orcharding 
Fallow 
land 
Total 
farms 
0.1  -  0.5 20% 20% 20% 8% 6% 20% 
0.6  -  1.0 25% 27% 25% 26% 22% 26% 
1.1  -  2.0 41% 40% 41% 48% 53% 40% 
2.1  + 14% 13% 14% 18% 19% 14% 
Source: INSTAT, 2012 and author calculation. 
 
An important component is the development of agro-industry and food 
processor enterprises. Their numbers is stabilized with a positive trend of 
growth (figure 3) making the double contributes of value of product from 
year 2000 to year 2011. It should be noted that food industry has achieved 
marked and sustainable development in recent year with a private investment 
policy in equipment and technology. Besides, the average production volume 
of Albanian farmers is low and this influence in agroprocessing sector. The 
lack of economies of scale is a factor that needs to overcome in order to 
growth the level of production and relationship between farms and agro 
industry enterprises, also the ratio export-import. 
 
Source : MAFCP, Albanian Agriculture, 2012. 
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Structure of planting shows domination of forage 52%, cereals 34%, 9% 
vegetables and potatoes and others 5% (INSTAT, 2013). Besides, the 
greenhouse areas continue to growth in more productive rural area by the 
initiatives of new entrepreneurship and the implentation of new technologies. 
In term of dynamic of production’value by branches are domined 52% 
by livestock production, 31% by field crop production and 17% by fruit trees 
production (see figure 4). 
 
Source : INSTAT and MAFCP, 2012. 
 
On the other hand, the working days in farms has the structure following 
29 % agriculture, 30% livestock, 24% working outside, 11 % fruit trees (see 
figure 5). 
 
Source : INSTAT and MAFCP, 2012. 
 
In term of agroindustry branche, must outline that all most of food and 
agro-industrial enterprises are developed in urban area and in a few cities 
(Tirana, Durres, Fier, etc.) where a high percent of financial and human 
capital is concentrated (see figure 6). This phenomenon is related with hight 
migration from rural areas to Tirana and other principales cities and the most 
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concentrated of capital and investments. Some challenges of this sector are 
involve on box 1. 
 
Source : MAFCP, Statstical Yearbook, 2012. 
 
Albania runs a large deficit in agricultural trade. Ration export - import 
of agricultural and food products is negative: 1:9 (see figure 7).  
 
Source : MAFCP, Statstical Yearbook, 2012. 
 
The most important export markets are Italy, Kosovo, Greece and 
Germany – in high correlation with the number of ethnic Albanians. The 
weak trading position reflects a number of specific problems, including the 
lack of organization of export traders, a poor condition of the market chain 
and problems with the assurance of quality and safety standards. Free trade 
agreements (within the region and with the EU), encourage agricultural 
imports, but also offer possibilities for exports. But for some agricultural 
products trade with the EU will only be possible if food safety is secured, on 
the other hand not all agrarian products are in a situation to fulfil the EU 
requirements. 
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Box. 1 Albanian key agro-industry challenges 
 
I - Fresh fruits and vegetables 
Overall strengthening and development of the agro sector 
Economies of scale is missing 
Fragmented markets- need for consolidation 
Crop specialization is too fragmented 
Drastically increasing costs 
Trust among farmers 
 
II - Natural ingredients 
Quality of production needs improvement 
Missing economies of scales 
Quantity required by traditional/well established markets is a challenge 
Vertical integration is required 
Natural ingredients to be further processed locally 
 
III - Processed products 
Limited local supply of raw materials 
Limited number of local producers 
Branding and marketing is required 
States support and protection against import required 
 
Source: Euromonitor_SIPPO_Workshop_Tirana_12_2012. 
 
Forth, Albanian integration perspective in EU: In national level the 
institutional changes needs to respect the Rural Development Strategy 2007 
– 2013 and the new law “For Agriculture and rural development” (2008). 
Some steps of integration process that are realised like negotiation with EU 
for Stabilization and Association Agreement SAA (January, 2003), 
assignation of SAA (February, 2006), entered into force The Interim 
Agreement IA (December 2006), acceptable for Instrument for Pre-
Accession Assistance IPA. Since 2009, the responsibility and attention of 
institutional change with impact in rural sector are evaluated in the 
framework of the demand to be a Candidate Country of EU7. In this 
perspective the challenges are imortants.  
 
What problems and challenges exist in the institutional framework for 
Albanian rural sector for the future integration perspective? 
Despite significant institutional changes in rural sector, a sustainable and 
efficient development have not created in Albanian rural sector. Besides 
structural and strategic reform and applications of national and international 
                                                 
7 A decision on making Albania a candidate is expected to be made at the European Council 
in December 2013, see: 
http://en.wikipedia.org/wiki/Accession_of_Albania_to_the_European_Union 
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programmes, high rate of inequality exist in regional level and many social, 
economic and agri-environmental problems are present. Some remarks about 
problems and challenges are following: 
Restructuration of agricultural production, needs for new orientation of 
agricultural market. Agricultural market remains oriented to auto 
consumption and trade is underdeveloped. High prices of inputs and 
disorganized and inefficient systems of production and delivery have 
relevant cost for producers.  
The development of the system of wholesale markets and retailed 
markets, information system for agriculture markets, education and extension 
continue to be weak. It is underway the work to overcome the problems 
regarding the certification of our new agro-processing industry with ISO and 
HACCP standards. Real challenges are measures to growth the domestic 
production taking more attention for local production particularly in sector 
like olives production, vegetables, fruits trees, the needs to create and adopt 
new concepts of agro-industry production systems and new channels for 
agro-production's markets. The value chain work (will require building 
linkages to enable the replacement of imported products with locally-
produced ones needs to developed. Besides, to face trading barriers 
respecting the requirements of international standards quality a particular 
attention must to be investment policy. The situation of food enterprises is 
far to comply with EU food safety standards, but exist an innovation 
potential for this kind of enterprise, consequently the education and training 
for capital human is immediate, also encourage of innovative process. All 
actors involved in agricultural markets are presented in schema following 
(Scheme 1).  
Albanian agriculture markets "need some more specific institutions than 
most non-agricultural product and input markets. On the output side of 
agriculture, price formation may be a problem if market information is not 
available or costly to collect and if some organisations, e.g. wholesale 
markets, are not existent. The organisation of farms may be a problem if they 
use their resources inefficiently, partly due to small farm sizes and 
fragmentation, but also because of lack of know-how, lack of market 
integration due to high transaction costs and high uncertainty ".8 
 
 
 
 
                                                 
8 See: Modernisation of the Agricultural and Food Sector and its approximation to the EU, 
Albania, published by: FIA, Deutsche Gesellschaft für Technische Zusammenarbeit (GTZ), 
Eschborn, 2006. 
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Scheme 1 
 
Source: Modernisation of the Agricultural and Food Sector and its approximation to the EU, 
FIA, 2006. 
 
         Legal transformation and uncertainties regarding land ownership. 
The right to property is legally guaranteed but remains ill defined due to 
incomplete land registration. This leads to frequent disputes and constitutes a 
serious impediment to the creation a functioning property market - including 
a land market – which, in turn, discourages investment and holds back the 
development of rural sector. Agricultural lands remained unused in spite of 
very small average farm size and land ownership. Furthemore, significant 
steps are made in the approximation of national legislation with the EU 
Acquis communautaire. 
Irrigation, energy, environment and technology. Partial rehabilitation 
of the irrigation and drainage system and high cost of full process, high cost 
of agricultural machinery and electricity and the other uncertain energy 
sources must have more attention particularly by local government. The level 
of technologies is low, many farmers come back by emigration make a lot of 
efforts to invest their accumulated capitals abroad, but much time is not 
sufficient. On the other hand, information and know-how is not support to 
much by research and devepolment.  
Hidden information, underdeveloped of associated and contractual 
relationship continues to have negative influence at decision making process 
of farmers and food producers. Lack of co-operatives and underdeveloped 
vertical integration create unsecure markets for the long term. However, 
these kinds of limitations are conditioned by cultural and traditional heredity 
of socialist co-operative. “The situation of the producer associations is somewhat 
special, producers remember well the collectivization period and try to avoid any 
cooperation, even if they are aware that they cannot be successful individually. The 
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members work together only occasionally, they lack trust of each other, and the 
organisational framework is really very basic. Costs and benefits are not always 
evident for the individual members„9. But, on the other hand, some positive steps in 
cooperation between farmers are stimulated by foreign grant from international 
projects10.  
A lack of capitalization of sector related tax system. The law of rural 
fiscality exist, but it is not applicated. This incomplet mecanism dont allow 
to applicate full market principes. Furthemore, the legal rules are not complet 
related with bankruptcy mechanism for insolvent farms. 
Finance sources and rural fiscality. The changes of credit policy reflect 
that bank credits are an important financial support (only 50%) for the agro-
industrial enterprises and public support is inexistent or very few (1 percent). 
But the level of rural credit for farmers continued to be no significant. 
Recently, only ProCredit Bank11 has created a component project to finance 
individuals and business with incomes from farming, agriculture, orchards, 
fruits, vineyards, poultry, agricultural mechanics, agricultural business, 
agricultural processors and agricultural storage providers. This bank offers 
also for the first time during the year 2013 a new product as well as loans to 
finance energy efficiency in agriculture. On the other hand exist a land tax, 
but its collection is very low or inexistent in many regions and without effect 
in front of land abandoned. The expansion of microcredit schemes and non-
bank institutions is another useful development with the concrete issues for 
Albanian rural sector having a priority to montaunes areas and to small 
farms. 
                                                 
9 See: Modernisation of the Agricultural and Food Sector and its approximation to the EU, 
Albania, published by: FIA, Deutsche Gesellschaft für Technische Zusammenarbeit (GTZ), 
Eschborn, 2006 
10 Triomphe Bernard, Wongtschowski Mariana, Krone Anton, Lugg David,  Veldhuizen 
Laurens van, Providing Farmers with Direct Access to Innovation Funds, Agricultural 
innovation systems : an investment sourcebook: “A local farmer association asked for a 
competitive grant to build a small onion storage facility to lengthen the marketing period 
and obtain higher prices during the off-season. During the grant period, the association 
increased from 7 to 32 members, each with about 0.15 hectares of onions and total 
production of around 350 tons per year, and signed a contract with a trader in Tirana to 
purchase the onions. Around 37 tons could be stored at a time, with further investments 
planned to increase storage capacity and to purchase a vehicle for distributing the produce. 
Other activities included pur- chase of a sprayer and irrigation pump for use by members 
and drying onion seed for planting. During the grant period, dissemination included two 
workshops, five training days, three publications, and a local TV broadcast focusing on 
various aspects of onion pro- duction and marketing. This grant eventually resulted in 
linking production with markets and contributed substantially to the development of a viable 
farmer association in a remote corner of Albania“- exemple from Albania according source 
of Work Bank 2011. 
11 http://www.procreditbank.com.al 
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The institutional strengthens are necessary to open new opportunities in 
rural areas respecting approaches of sustainable development, environment 
and standards imposed by the European Union (EU). 
Some current challenges for Albanian agriculture with target the future 
integration on E.U. are linked with management of sustainable development 
and respect for the natural resources, practice of incentive policy for rural 
sector and stimulation of rural finance, diversification of rural activity with 
an environment impact and stimulation of innovation for agrarian 
entrepreneurs, etc. 
The problem and challenges mentioned above illustrate than Albanian 
rural sector is at a stage when growing and qualitative changes are occurring, 
but it needs to be oriented and supported in harmony with the whole social 
and economic development process. In this process the role and the impact 
of the institutions is exactly evident. For this process all actors are 
responsible also. 
 
Challenges of ARDA – a new institution of financial support for rural 
sector 
As a potential candidate country, Albania continues with efforts to 
comply with the approximation of legislation and adoption of EU standards. 
The process for implementation and management of the Community's 
common agriculture policy and preparation for the implementation of the 
acquires communautaire concerning the Common Agricultural Policy have 
demand implementation and enforcement of an new institution, the Paying 
Agency know as Agriculture and Rural Development Agency (ARDA). 
ARDA is not only the institution to realize public support for farmers, 
but is an institution to realize Special Pre-Accession support from the EU for 
rural development and other payments according to the EU suggestions.  
This agency has accredited to function in Albania from January 2009. 
The principal aim of this institution was to promote Albanian government 
financial support to the rural sector with direct payment to farmers. The first 
steps to concretized this new institution are noted with the implantation of 
different program-project in 12 regions, 2109 projects in total with 5 million 
US$, 1169 Ha (fruits trees, olives trees, vine yards) since 2007. 
The basic function of ARDA are related with implementation of the 
national policy and measures in agro and food sector and rural development; 
implementation of measures of the pre-adession program, preparation for the 
implementation of the measures according to Commun Agriculture Policy 
(CAP).  
In recent years, is increase financial support to farms, agricultural and 
agro-industrial enterprises with emphasis on fruit trees, vineyards, vegetables 
and animal farming, as well as on the industrial processing of fruit, grapes, 
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vegetables, milk and meat, on the basis of the avantages on the different 
areas of the country. The advantages and disadvantages for ARDA are 
presented on table 2. 
Table 2 - Matrix of advantages and disadvantages for ARDA 
Avantages: Disavantage: 
 Creation of the regional units; 
 Facility for local applicators 
 Encouragment for agrarian 
entrepreneurship 
 Encouragment to promote farm’s 
association 
 Lacks of financial records  
 Human ressources 
 Higher costs 
 Management and financial 
control 
 Access of information 
Source: Author. 
 
According the statistical data, more than 25,000 eligible applicants have 
received a financial support of 4 milliard ALL. A special innovative role has 
been taked supporting 5 financial support schemes (new plantings for 
walnuts, hazelnuts and pomegranates considered as a national asset, planting 
of apples, pears, plums, cherries, peaches and quinces, plainting of grapes, 
collection of chestnuts and cattle breeding. The principal criteria of selective 
choise to profit by financial support of ARDA are efficiency of proposed 
project and promotion of collaboration between beneficiaires in order to 
develop access to market and soustainable investments. Financial support of 
farmers with direct funding by state has stimuled also the application of new 
technology in agro-manufacturing, the cultivation of vegetibles in 
greenhouses and bred livestock as well as the promotion of typical products 
of certain regions and bioproduct. 
The activity of ARDA must to adopt new instrument according financial 
data collect. The Farm Accountancy Data Network (FADN) is an instrument 
for evaluating the income of rural holdings and the impact of CAP in EU. A 
law on FADN is not yet adopt in Albania, on the other hand many work must 
to be to training related actors with the needs of financial data registry. 
ARDA with the priorities of assistance for agriculture and rural services can 
influence to have more collaboration between the central and local 
government, civil society and direct participation of farmers. ARDA will 
support rural financing improving the rural infrastructure and encourage 
rural investments. Financial support of the Albanian rural sector will 
influence not only to reduce poverty, but to growth the national production, 
its competitivity and sustainable development of country. Its challenge is to 
contribute for transformation of Albanian rural sector from subsistence-
oriented production into a modern, commercial, and competitive sector 
respecting future EU requirements and standarts. 
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Conclusion 
The literature considers the evolution of institutional changes and its 
impact, but this literature is present in very weak level or inexistent in special 
country like Albania. But the information the issues and experience from 
different analyses and authors from development countries and the other 
Eastern European Countries is a requirement to lead better the process of 
implantation of new institutions and enforcement of capacity building, 
particularly in Albanian rural sector.  
Principal lesson from Albanian rural sector evident the role of 
institutions and institutional changes. Besides institutional changes that are 
happening, the evolution of rural institutional changes in Albania continue to 
be a complex process and with different characteristics in time. 
Consequently, the needs to enforce the institutions are evident and demand 
more responsibility from the State, civil society and all actors involved in the 
process because agriculture play a crucial role for joining the EU. The 
establishment of ARDA is an innovative example of Albanian efforts to 
adopt the required structure in rural development and rural finance. Policy 
decision-making has particular responsability to enforce institutions in order 
to have an efficient and competitive Albanian rural development. 
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